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NATIONAL ECONOMIC POLICY 


LAWS OF SOCIALIST ECONOMIC DEVELOPMENT DISCUSSED 
Beijing JINGJI YANJIU in Chinese No 6, 20 Jun 79 pp 3-12 HK 


[article by Xue Moqiao [5641 2550 2890]: "Study and Apply the Cbjective 
Laws of Socialist Economic Development”) 


[Text] Thirty years have passed since the founding of the Pecple's 
Republic of China. Over this time, we have carried out unprecedented 
socialist revolution and socialist construction with great success in 

a poverty-stricken, backward and populous country. Our course has not been 
smooth sailing: it has gone through twists and turns. We have had many 
experiences of success as well as some lessons of failure. Summing up 

the positive and negative experiences acquired over the past 30 years, 

we deeply feel that whenever our line, policy and plan were adapted to the 
objective laws of socialist economic development, we made smooth progress 
and that whenever they ran counter to these objective laws, we suffered 
setbacks. We are now proceeding on a new long march to the four moderniza- 
tions of agriculture, industry, national defense and science and technology, 
with the objective of building China into a great, socialist and powerful 
country by the end of this century. This is a grand plan, To translate 
this ideal into reality, it is very necessary for us to study and know the 
objective laws of socialist economic development and learn how to apply 
them correctly so that on our forward road we will take our steps steadier 
and a little faster, minimize blindness, increase our foresight and 
victoriously reach our destination. 


I. Marxist Theory of Socialism Is Developing Continuously 


In his forward in the first edition of "Capital," Marx said: "The ultimate 
aim of this book is to reveal the law of economic movement in modern 
society." ("Capital," People's Publishing House, 1975 edition, Vol 1, p 11) 
Marx spent his life's energy to study the 200-300 year history of 
capitalist economic development in which he discovered the objective laws 
of capitalist economic development. Marx lived at the stage of capitalist 
free competition. When he passed away, monopoly capitalism was at its 
rudimentary stage, and it was not yet possible to systematically know 

the laws of its development. Lenin's “Imperialism,” the highest stage 














of capitalism” studied the new conditions of the capitalist monopoly stage, 
developed Marxism and expounded the laws of capitalist economic development 
at the new historical stage. More than 60 years have passed since he 

wrote this work and the capitalist world has gained new developments in 
many respects, making it necessary for us to study new conditions, solve 
new problems and make necessary revisions. The development of capitalist 
society has not come to an end, and we cannot yet say we know everything 
about the laws of capitalist economic development. 


Socialism is still the rising sun. It has only been some 60 vears since 
the October Revolution of the Soviet Union. The Soviet Union has become 

a social imperialist country. It has only been 30 years since our country 
commenced the socialist revolution. Because our original economy was 

quite backward, the current socialist relations of production are far from 
perfect and the experiences we have accumulated are not rich enough. Such 
is the difficulty in studying the laws of socialist economic development. 
However, science has its foresight and to a certain degree it can run ahead 
of us and become a guide to our action. Marx foresaw the inevitable doom 
of the capitalist society and the inevitable genesis of the socialist 
society 130 years ago as he foresaw the inevitable development of socialism 
into communism. In Marx’ time there was no practical experience of 
socialism. He “applied the theory of development, which is the most 
thoroughgoing, most integral, most complete and richest in content to 
examine modern capitalism, Naturally, he will apply this theory to examine 
the question of impending collapse of capitalism and the question of 

future development of communism.” ("Selected Works of Lenin,” "The State 
and Revolution,” Vol 3, p 243) In doing so Marx made many scientific 
eredictions about socialism. We have carried out socialist construction 
tcr several decades and have acquired both positive and negative practical 
experiences. It should be realized that the development law of socialist 
economy can be made known to us. To be sure, it is not yet possible for 

us to know it completely, and we can only increase our knowledge from too 
little to a little more and bring it gradually to perfection along with 

tue development of practice. 


The development law of socialist economy will not drop from the sky into 
our heads. Nor can it be fabricated by the special heads of “geniuses” 
or “prophets.” Only by making systematic, complete investigations and 
study of socioeconomic conditions, summing up the perceptual knowledge 
sained by millions upon millions of people in practice and elevating it 
o the level of rational knowledge, that is, the theoretical stage, can 
he regularity inherent in the development of things be revealed. It is 
ot possible at one time to perfect our knowledge of objective laws. We 
must test our knowledge in practice before we can know whether it is 
correct or not. Practice, knowledge, more practice, more knowledge-- 
such is the process we must go through in knowing objective laws. Moreover, 
history is continuously developing: after several decades the objective 
laws now known to us will fall behind because things themselves have 
developed. It is necessary to keep supplementing our knowledge in light 








ot new conditions. Historical development will never come to an end and 
we cannot wait for the conclusion of historical development before summing 
up its laws. We can only keep summing up experiences amidst practice so 
our knewledge will keep advancing along with the development of history. 


Marx and Engels once imagined that the proletarian revolution will win 
victory first in the most developed nations and possibly win victories 
simultaneously in England, France, Germany and the United States. If so, 
it would be comparatively easy and simple to pass from capitalism to 
socialism, that is, the first phase of communism. It would be possible to 
institute communal ownership of the means of production by the whole 
society. However, historical development is tortuous. The proletarian 
revolution won victory first in Russia where capitalism was not highly 
developed: moreover, the victory was won by one country alone. Unlike 
the opportunist chieftains of the Second International, Lenin did not 
allow himself to be tied down by certain outdated theories of Marx and 
Engeis, and creatively developed Marxism. Lenin said that in the imperial- 
ist era, owing to the unevenness of capitalist economic and political 
development, it was possible for the proletariat to win victory first at 
the weakest link of the capitalist world. Inasmuch as history furnished 
such an opportunity to sake it possible for the proletariat to seize 
political power in Russia, should the proletariat first seize political 
power and develop the economy and culture under the proletarian state 
power, or should it give up the opportunity of seizing political power 

and wait for full development of the economy and culture before seizing 
it? Lenin chose the former road. The victory of the October Revolution 
and victories of subsequent socialist revolution and socialist construction 
have proven that the road chosen by Lenin was entirely correct. 


When socialism was built in our country where a small peasant economy 

still predominated, the first question encountered was how to deal with 

this small peasant economy. Marx and Engels once said that small peasants an 
should be guided onto the road of cooperation. But how? There was no 
readymade experience at the time. After the October Revolution and during 
the period of civil war and foreign armed intervention, “war-time communism" 
was practiced under Lenin's leadership. It was imagined that commodity- 
money relations could soon be eliminated. A tortuous path was followed. 
At that time, agricultural production dropped by big margins. While this 
hac something to do with war, economic policy that ran counter to the 
objective laws of economic development was an important reason. Lenin 
was good at summing up experience and correcting mistakes. After victory 
in war, he began to adopt a “new economic policy,” permitting peasants to 
sell their surplus grain freely on the market after paying a grain tax 

and restoring commodity-monev relations. This policy soon restored 
agricultural preduction. (In the years of revolutionary war our country 
did not practice “war-time communism" and the policy enforced in the rural 
areas approximated the “new economic policy.”) Lenin held that after 
grasping political power, it would still be necessary for the proletariat 
to maintain commodity-money relations for a long time as a means of 
maintaining the economic connections between the socialist state-operated 
economy and small producers. This was Lenin's new development of Marxism. 
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Socialism cannot possibly be built on the foundation of a small peasant 
economy. Observing Marxist principles, Lenin put forward the plan of 
transforming a small peasant economy through cooperatives. However, Lenin 
passed away too soon. Before he died, the transformation of the small 
peasant econony through the cooperatives had merely goue through an 
experimental stage. Carrying on Lenin's behest, Stalin consummated the 
collectivization of agriculture. In his "Problems of a Socialist Economy 
in the Soviet Union" written in his late years, he pointed out that 

two forms of socialist communal ownership will exist for a long time during 
the socialist period, that commodity exchange must be maintained between 
the two forms of communal onwership and, for this reason, the law of value 
will still play its role and that we must utilize it to serve the socialist 
economy. This was Stalin's new contribution to Marxism-Leninism. But 
Stalin did not recognize the role played by the law of value in regulating 
the production of farm produce. This point of view has exerted such an 
influence that for a long time the Soviet Union has kept the price of 
obligatory sale of grains to the state too low, hindering develovoment of 
agricultural production. 


In the 1940's the victory of the people's democratic revolution led by 

the proletariat was also won in semicolonial, semifeudal China. Since 
Chi’ :‘¢ national bourgeoisie was too weak, the democratic revolution 
agaiu.¢c imperialism, feudalism and bureaucrat capitalism could win 
victory only under the leadership of the proletariat (communist party). 
China's proletarian revolution was unlike the Soviet revolution. In the 
Soviet Union, the proletariat carried out armed uprisings and seized 
political power in cities and then extended the revolution to rural 
districts. China's proletariat was very weak. The peasants, who were 
the main force of revolution, built revolutionary base areas in the 
countryside, surrounded the cities with rural districts and finally 

seized them. Comrade Mao Zedong opened a new road for the proletarian 
revolution in countries in which peasants enjoyed an absolute superiority. 
In this respect, Marxism-Leninism was able to gain a new development. The 
d mocratic revolution overthrew the three big mountains weighing on the 
back of the Chinese people and, after victory in the revolution, the 
r.oletariat enjoyed an absolute political superiority. After expropriating 
bureaucrat capital and transforming it into a state-operated economy, the 
proletariat also enjoyed an economically superior position as compared 
with the national bourgeoisie. This made it possible for us to utilize 
the superiority of the socialist state-operated economy to triumph over 

he competing capitalist economy and to consummate the socialist trans- 
iormation of capitalist industry and commerce through the victory of 

state capitalism. 


Our party had good relations with the peasants and formed a strong union 
with them in the long course of revolutionary war. For this reason, the 
soctalist transformation of agriculture was completed smoothly. Although 
we did not have much agricultural machinery, in a few years we mainly 
completed transformation of agriculture through the cooperatives, thanks 
to the tremendous socialist enthusiasm displayed by the peasants. The 











rapid piogress of our cooperation in agriculture made many comrades 
erroneously think that transtormation of the ownership of the means of 
production could go on apart from the development of agricultural produc- 
tive forces. Thus, in the course of the universal establishment of 
people's cortwe<s during 1958, a mistake in hastening the transition was 
made. In the years of agricultural cooperation, production increased 
rather than decreased; after universal establishment of the people's 
communes, production decreased. This production decrease was caused by 
natural disasters in some cases but the main reason was that “uneven 
distribution and transfer of supplies without compensation" dampened 

the peasants’ enthusiasm and damaged the productive forces. This painful 
lesson tells us that the objective laws of economy are inviolable and 

the violation of them will be punished. During the Great Cultural 
Revolution or thereabyist+, particularly when Lin Biao and the “gang of four” 
were making trouble, men; localities hastened to make a transition and did 
away with private plits ia family side occupations. These wrong approaches 
were also punished by the i.w <> objectivity. 


In the “communist manifesto” Marx and Engels merely pointed to a distant 
view of communism. Along with the development of history, they gradually 
came to know that communism also has its process of development. Marx 
summed up the experience of the 1871 Paris commune. In his "Critique 

of the Gotha Program” in 1875, he pointed out that communism must go 
through two phases of development, Lenin later clearly generalized these 
into the lower and the higher phases. At the lower phase, the tradition 
or survival of the old society cannot but be preserved, and the principle 
of distributicn according to work has to be applied in distributing the 
means of consumption. Cnly at the higher phase of communism is it possible 
to realize “from each according to his ability, to each according to his 
needs." At that time Marx imagined that at the first phase of communism 
one could get consumer goods directly according to the amount of labor 
without going through market and commodity-money relations (labor notes 
not circulating on the market were to be issued). Facts tell us that in 

a society in which production is high, socialized labor and the division 
of labor is elaborate, each social product is turned out by scores of 
hundreds of production units or more, and it is not easy to calculate 

its labor consumption (particularly the consumption of materialized 
labor). Moreover, the consumer goods needed by people are ever increasing 
in variety while the needs of individuals are never the same. As long as 
the principle of exchange of labor for a coxmensurate amount of goods is 
observed, consumers must be allowed to make their free choice in purchases; 
consequently, the commodity-money relationship cannot be done away with. 
Stalin pointed out in his "Problems of a Socialist Economy in the Soviet 
Union” that consumer goods in the Soviet Union are still turned out as 
commodity production and that sales of consumer goods are subject to 
regulation by the law of value. This interpretation was correct. He 
revised Marx’ conclusion in light of actual conditions. 


Lin Biao, Chen Boda and the “gang of four" were mortal enemies to Marxism. 
Their idea of doing away with commodity production and the principle of 
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distribution according to work was reactionary in the extreme. The sub- 
stance of what they advocated was expicitation of the peasants and the 
practice they advocated was exploitation of the peasants and the practice 
of absolute egalitarianism. For a time, their interference and disruptive 
activities greatly dampened the enthusiasm of peasants and workers for 
production and hindered the development of industrial and agricultural 
production. 


History proves that objective laws are both “nonexistent and omnipresent." 
When you do not violate them, they seem to be nonexistent; when you violate 
them, they will punish you. While experience of success can teach us to 
know the objective laws of economic development, lessons of failure can 
even teach us better and make us realize that objec’ive laws are inviolable. 
People often acquire experience and correct their errors amidst failures. 
They often change failure into success, thereby knowing the objective laws 
governing the development of things. Therefore, there is only one way for 
us to know the objective laws governing the development of the socialist 
economy, that is, to sum up, on the basis of the basic principles of 
Marxism-Leninism, our experiences of success and failure acquired in the 
course of our socialist revolution and socialist construction and to find 
out the inherent, not the imaginary, regularity of things and to use it 

as the orientation that must be followed in the development of the socialist 
economy. Our lines, guiding principles, policies end plans that have 
achieved success are, generally speaking, correct, proving that we have 

a comparatively correct knowledge of the laws governing development of 

the socialist economy. If they have failed, it proves that our knowledge 
was not correct or our methods not right and that we must learn our 

lesson and correct our erroneous knowledge of the objective laws governing 
development of the socialist economy. 


In the past, many comrades had an erroneous knowledge of the party line 
and the objective laws. They held that the line was the key-link and 

that whether our knowledge of objective laws was correct or not should 
bh judged by whether it conformed with the party line. Such a point of 
view reverses the relationship between cause and effect. The party lire 
eLould reflect the law of socialist economic development. Whether the 
party line is correct or not should be judged by whether or not it conforrs 
with the objective laws of economic development. It is the law that 
determines the line, not the other way around. Furthermore, many 
comrades worried that when the party central authorities called upon them 
to act according to the objective laws of economy they might abandon the 
‘ine of putting politics in command. This was a misinterpretation. 

olitics is the concentrated expression of the’ economy, and violation 
of the objective laws of economic development will certainly hinder develop- 
ment of productive forces and even produce disruptive effects on productive 
forces and damage the fundamental interests of the working people through- 
out the country. Such were the reactionary politics promoted by the “gang 
of four.” Can we let such politics assume command? Drawing a distinction 











betueen politics and economics, Lin Biao and the "gang of four" talked 
cubbish: politics may overrule economics and "rather a low rate of 
socialism than a high rate of capitalism." If the development of the 
socialist economy is permanently slower than that of the capitalist 
economy, where is the manifestation of the superiority of socialism? 

How can people welcome such socialism? The "socialism" Lin Biao and the 
"sang of four" had in mind meant that the people of the whole country 
forever live a poor and backward life and economically "crawl" behind 
developed capitalist countries. They paid lip service to revolution but 
actually opposed socialist revolution in vainly attempting to take China 
back to the days of semicolonial, semifeudal society. 


II. The Laws of Econemy in Socialist Society 


What laws of economy exist in a socialist society? There are many dif- 
ferent answers to this question. Stalin pointed out in his "Problems of 
a Socialist Economy in the Soviet Union" that the following are all 
important economic laws of socialism: the law that the relations of pro- 
duction must conform with the character of productive forces, the basic 
economic laws of socialism, the law that the national economy must be 
developed according to plan and in a proportionate wav, the law of value, 
and so forth, These laws, which were created under different conditions, 
may be divided into several different types: 


First, the common law that runs through each developmental stage of human 
society. It is a law that the relations of production must conform with 
the developmental character of productive forces. In my opinion, this is 
the most important law of the economy in a socialist society. This law 
acts at each developmental stage of human society, but is of particularly 
momentous significance in a socialist society, All socioeconomic orders 
in the history of mankind have conformed with this law of economy and 
spontaneously come into being, This is not so with the socialist relations 
of production. In their case, the proletariat grasps this law consciously 
and realizes the relations gradually according to the guiding principles 
and policies prescribed by itself. When the Communist Party of China was 
established, our country mapped out a political program of transforming 
the democratic revolution into a socialist one. After the founding of the 
new China, our country promulgated in 1953 the general line for the 
transition period--socialist transformation of the ownership of the means 
of production. This state of affairs is very likely to make people think 
that the genesis and gradual reform of the socialist relations of produc- 
tion could be decided according to the subjective will of the party and 
that it need not observe the objective laws governing the development of 
the socialist economy. This understanding caused us to make serious 
mistakes. Even to this day, we still have many comrades who underestimate 
the difficulties in building socialism in our country, which still has 

a very low level of productive forces (particularly in agriculture), 

ard who are liable to make the mistake of advancing impetuously and 
hastily whenever a very favorable situation arises, Taking advantage of 
people's muddled knowledge of this law, Lin Biao and the "gang of four" 
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put forward many extremely "leftist" slogans and made trouble. For a 
time, they guided our national economy to the brink of collapse. We must 
take this as a warning. 


When mentioning the contradiction between relations of production and pro- 
ductive forces, Marx often referred to it as the relations of production 
falling behind the requirement of the development of productive forces. 
This was because he mainly analyzed the capitalist system which had already 
handicapped development of the productive forces. However, Marx made it 
clear: "No social order ever perishes before all the productive forces 
for which there is room in it have developed; and new, higher relations 

of production never appear before the material conditions of their 
existence have matured in the womb of the old society itself. Therefore, 
mankind always only sets itself such tasks that it can solve, since 
looking at the matter more closely, it will always be found that the task 
arises only when the material conditions for its solution already exist 

or are at least in the process of formation." ("Selected Works of Marx and 
Engels," "Preface to ‘Critique of Political Economy,'" Vol 2, p 83) Many 
comrades pay inadequate attention to this point, onesidedly stress the 
contradiction--relations of production falling benind the requirement of 
the development of productive forces--and always hasten to change the 
relations of production, not knowing that the relations of production that 
transcend the requirement of the development of productive forces will 
likewise hinder the development of productive forces. Lin Biao and the 
“sang of four" forbade talk about the decisive role of productive forces 
vis-a-vis the relations of production and accused anyone who talked about 
it of advocating the "theory of productive forces.” The result was that 
we made the mistake of hastily advancing in transforming the relations 

of production. This mistake was repeated time and again in some areas, 
causing heavy loss of agricultural production. 


For the past 30 vears, the objective law that the relations of production 
must be adapted to the development of productive forces has outwardly 
been unanimously recognized by all, But the dialectical relationship 
between socialist relations of production and the development of produc- 
tive forces is actually known in different ways. For a time, we over- 
stressed the restraints of production relations on productive forces and 
hastened to change the relations of production when the state of productive 
forces had not changed much, We paid inadequate attention to the need to 
stabilize the relations of production and concentrate strength to develop 
p-oductive forces after new relations of production had been established 
aid a broad road opened for the development of productive forces. Owing 

» the fact that our knowledge was erroneous in this respect, the idea 
that "left" is better than right and rather "left" than right long 
predominated in people's minds, This was an tdeological condition for 
Lin Biao and the "gang of four" to display their skill of fraud. Therefore, 
when studying the problems of a socialist economy in China, we must apply 
the magic weapon--"practice is the sole criterion for testing truth"--in 
knowing the most important law of economy in human society. On no account 
may we recite this law as a dogma. Rather, we must clarify its concrete 
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content and its dialectical relationship, taking account of our practical 
experience of socialist revolution and socialist construction. 





Second, the law of a communist economy or the law of economy common to 
socialism and communism. Socialism is the lower phase of communism. It 

is bound to be dominated by the law of communist economy. In his “Problems 
of a Socialist Economy in the Soviet Union"," Stalin put forward two laws 
of a socialist economy, namely, the basic economic law of socialism and 

the law of planned and proportional development of the national economy. 
These two economic laws are also virtually laws of communist economy, laws 
that should not only play their role at the lower phase (socialist phase) 
of communism but also at the higher phase. At the socialist phase, the 
action of these two laws is restricted by given conditions. It is clear 
that it is not possible now for us to develop a socialist economy universal- 
ly on a “highly technical foundation," nor is it possible to satisfy the 
living needs of all people in our country “to the maximum." The role of 
the law of planned and proportioned development of the national economy 
cannot be brought into full play in an economy owned by the collective; 
even an economy owned by the whole people must rely on the law of value 

to bring its role into play, Therefore, we regard both of these laws as 
laws of a communist economy. 


The basic economic law of socialism presented by Stalin was to insure 
maximum satisfaction of the ever growing material and cultural needs of 
the whole society by ceaselessly increasing and perfecting socialist 
production on a highly technical foundation. This law was presented as 
the opposite to the basic economic law of capitalism (the law of surplus 
value). Capitalist production is aimed at squeezing surplus value for the 
bourgeoisie, and socialist production is aimed at satisfying the material 
and cultural needs of the whole people, To satisfy people's livelihood 
needs better, it is necessary to enlarge reproduction. This demands that 
more accumulated funds be drawn from the national economy, To do so will 
bring about a contradiction between the development of production and the 
satisfaction of people's livelihood needs, Socialist countries must 
correctly handle this contradiction and take care of and make overall 
arrangements for production and people's livelihood needs. Jt is not 
easy to resolve this contradiction, particularly in our country which has 
a large population and a weak foundation, Tf we do not study the problem 
seriously and if we do not assume a scientific attitude, we are liable 

to make mistakes. 


The socialist economy must be developed according to plan and in a pro- 
portioned way. The proportioned development of various branches of the 
national economy is the common law of large socialized production and is 
applicable not only to a socialist economy but to a capitalist one as well. 
What is different is that in capitalist countries the relations of pro- 
portions between various branches of the national economy are realized 
mainly through the spontaneous regulation by the law of value and the law 
of surplus value (including the law of profit equalization). In socialist 
countries, these relations of proportion are realized mainly through state 
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plans; hence, "according to plan" is added. This law formulated by Stalin 
was put forward as the opposite to the law of anarchy of capitalist pro- 
duction. Our country has a population of about 900 million people, 

80 percent of whom are peasants. For this reason, when arranging the 
proportion relations among various branches of the national economy, the 
ones among agriculture, light industry and heavy industry should be placed 
at the top. To enlarge reproduction and speed up modernization of the 
national economy, it is necessary to give priority to the development of 
heavy industry. However, to insure the livelihood needs of all people 

in our country and gradually improve the lives of more than 700 million 
peasants, it is imperative to give priority to agriculture and maintain 
the order of agriculture, light industry and heavy industry. This is a 
contradiction we must resolve properly in light of our country's actual 
conditions. 


Third, the law of value, which has existed in several social orders, will 
still play an important role in socialist economy. As mentioned above, 
commodity production and exchange still exist in socialist societies and, 
consequently, the law of value is bound to play its role. In socialist 
countries, the commodity exchange of industrial products for farm produce 
must still be carried out between industry owned by the whole people and 
agriculture owned by the collective. State distribution of consumer gods 
among laborers must also go through commodity-money exchange on the 
principle of equivalent produce for equivalent labor before it is realized. 
Obviously, the law of value will still play an important role in these 
spheres. In the past, product exchange between various state-operated 
enterprises owned by the whole people was conducted under a system of 
unified calculation of profits and losses--"eating from the same big pot.” 
Thirty years experience proves that such a system will greatly dampen the 
enthusiasm of enterprises to rely on their own efforts to improve their 
operation and management and that it is imperative for enterprises con- 
cerned to carry out independent business accounting and to integrate state 
interests with their own interests. With the application of this 
principle, commodity exchange between various state-operated enterprises 
will bear the character of commodity exchange to a greater degree. All 
this tells us that we must rely on the law of value to insure successful 
fulfillment of national economy plans. 


In the past, some comrades have drawn a distinction between the law of 
planned, proportional development of the national economy and the law of 
vilue. They believed that where the former law plays its role, the latter 
».ll not, and that where the latter law plays its role the former law 
will not. This is not true. Actually, the two laws plav their roles 
‘multaneously. What is different is that on one occasion the former 
law plays the leading role while the latter plays a secondary role, and 
on the other occasion the opposite is the case, Generally speaking, 
the law of planned and proportioned development of the national economy 
plays the leading role while the law of value plays the subsidiary role 
in the national economy as a whole, It is not possible for socialist 
countries to incorporate the production and exchange of all types of 
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products in the sphere of planned management. State plans subject the 
state-operated economy to a somewhat tight control and the collective 
economy to a somewhat loose control; they subject main products to a some- 
what tight control and secondary products to a somewhat loose control. 
Where state plans cannot exercise control, the law of value may still 

play the leading role. We economic workers must know how to apply the 

law of value to serve socialist construction. In the past, our knowleage 
of this was not adequate and the prices of many products became seriously 
detached from their values. This is a violation of the law of value and 
must be resolved through readjustments. 


Over the past 20 years and more, some of our comrades were not good at 
utilizing the law of value and did not know how to maintain proportional 
development of various branches of the national economy by rationally 
readjusting prices. The prices of many kinds of important farm produce 
were so low as to adversely affect enlargement of reproduction of agricul- 
rure. The state neither readjusted prices nor brought the role of the 

law of value into full play in resolving the contradiction between supply 
and demand; instead, it simply employed administrative means and excessive- 
ly used methods like state monopoly for purchase, apportioning of purchase 
quotas, fixed supply, and so forth. Under special circumstances of war 
and natural disasters, it would be necessary to use these methods 
temporarily. But these methods may not be used permanently or too exten- 
Sively. It was even wrong for some comrades to publicize this as an 
expression of the "superiority of the socialist system." From now on, we 
will reform our system of economic management and enlarge the autonomy of 
primary enterprises, including communes, brigades and production teams. 
The state must strictly observe the law of value so it can play a greater 
role in the planned management of the national economy. 


Fourth, the law of economy peculiar to the socialist period. As an example, 
take distribution according to work. We generally say the principle of 
distribution according to work is a reflection in one's mind of the 
economic process which is independent of one's will. The principle itself 
is an objective law. 


In studying the law of socialist economy, we must begin with an analysis 
of the basic contradictions in a socialist society, study the concrete 
forms of contradiction between the socialist relations of production and 
the development of productive forces and explain why we must pass over 
primarily from the coexistence of socialist, capitalist and individual 
economies to the coexistence of the socialist ownership by the whole 
people and the socialist ownership by the collective, then to the single 
socialist ownership by the whole people (distribution according to work), 
namely communal ownership by the whole society, and finally to the 
communist communal ownership by the whole society (distribution according 
to need). 
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Communism must be built on the foundation of highly developed productive 
forces. The demand of the basic economic law of socialism includes the 
high-degree development of productive forces, that is, high-degree moderni- 
zation of the national economy. We must take modernization of the national 
economy as the material foundation for the transition from the coexistence 
of two kinds of socialist communal ownership to ownership by the whole 
people. Without realizing the four modernizations, it is impossible to 
complete the transition from capitalism to socialism. The transition from 
socialism to communism demands much higher productive forces than the 
current ones of the developed capitalist countries. Lenin said that 
socialism can triumph over capitalism and will certainly do so because 
socialism can bring about new and much higher labor productivity than 
capitalism. If we do not develop productive forces and do not greatly 
exceed capitalism in terms of labor productivity, the final victory of 
communism will be impossible. 


Furthermore, our study of the law of economy in socialist society includes 
exploration into the inevitable tendency that an individual economy will 

go through the socialist collective ownership stage before it can develop 
into socialist ownership by the whole people and into the inevitable 
tendency that the socialist ownership by the whole people must go through 
"from each according to his ability, to each according to his work" before 
it can pass over to communism. Our study of the problems of a socialist 
economy is to illustrate, on the basis of practical experience, the 
objective necessity of this developmental process. The laws of economy are 
interconnected to form the whole; hence, it is inadvisable to isolate and 


study them separately. It is imperative to study each law as a part 
of the whole. 


At the higher phase of communism, the laws peculiar to the socialist 
period will no longer play their part and will withdraw from the stage 
of history after fulfilling their historical tasks. But the law of 
continuing to develop production on the foundation of science and tech- 
nology and satisfying the growing livelihood needs of the whole people 
to the maximum will still play its role. The people's livelihood needs 
will never be completely satisfied; hence, the contradiction between 
social production and social need will exist forever as a driving force 
for continuous forward development of the communist society. The degree 
of planning in a communist economy will be much higher than at present, 
and people will utilize new computer technology to control production in 
various branches of the national economy and promptly regulate the 
‘roduction and needs of various social products, By that time, the law 
(f planned and proportional development of the national economy will 
ully play its role on a much higher foundation than now. Engels said: 
"It is only from this point on that man will be making his own history 
fully consciously, it is only from this point on that the social causes 
he sets in motion will preponderantly and ever increasingly have the 
effects he wills. It is humanity's leap from the realm of necessity into 
the realm of freedom." ("Selected Works of Marx and Engels,” “Anti- 
Duhring,” Vol 3, p 323) Socialism is only a beginning. Only communism 
can completely realize this leap. 
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III. The Objective Law of Economy and Man's Subject Activity 


As mentioned above, the objective laws of socioeconomic development exist 
in socialist society as in other societies. All of our economic activities 
are subject to control by the objective laws of economy. However, in a 
socialist society, the objective laws of socioeconomic development will 
not spontaneously trigger changes as they did at several historical stages 
in the past but will be realized consciously through planned, clearly 
aimed activities ox: the people under the leadership of the party. If we 
correctly know the objective laws of economic development and know how 

to apply them, we shall be able to display high subjective activity. 
Conversely, if our actions run counter to objective laws, they will be 
punished by them and we shall be compelled to change our actions to 
conform with them. 


After the founding of new China, it was under the leadership of the 
communist party and the people's government that we carried out the planned 
socialist transformation of agriculture, handicrafts and capitalist industry 
and commerce. We correctly applied objective laws governing the develop- 
ment of the socialist and capitalist economies and consequently achieved 
great success. With regard to the transformation of capitalist industry 

and commerce, relying on the tremendous strength of the socialist state- 
operated economy formed by expropriating bureaucratic capital, we controlled 
money and finance, grasped market leadership through the struggle to 
stabilize prices and then brought the capitalist economy into the sphere 

of state capitalism through the processing of materials and ordering of 
goods. In handling the relations between the public and the private 
sectors, we correctly applied the capitalist laws of economy. On the one 
hand, we brought into play the leading role of the state-operated economy; 
on the other, we insured the profits due to the bourgeoisie. The state- 
operated economy was highly centralized while the private economy was 
scattered. The enthusiasm of workers was high in the case of the state- 
operated economy and low in the case of the private economy. This enabled 
us to triumph competitively over capitalism. In this respect, our work 

was very smooth. 


As to the transformation of agriculture and handicrafts, we fully utilized 
the role played by the law of value and the market, made them subordinate 
themselves to the leadership of the state-operated economy, and carried 

on production mainly according to state plans. With regard to the small 
peasant economy, we roused the peasants to carry out agrarian reform and 
destroy the rule of landlords and rich peasants, eliminated the feudal 
land ownership and distributed land to the peasants. By building agricul- 
tural cooperatives, we helped the peasants shortly afterward to overcome 
their difficulties arising from the overscattered nature of a small 
peasant economy. In building agricultural cooperatives, we took account 
of the force of habits of peasants and small producers, upheld the 
principle of voluntarism and mutual benefit and adopted the method of 
proceeding from mutual-aid teams to lower and then higher cooperatives. 
Consequently, our work was comparatively smooth. After universal 
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establishment of agricultural cooperative, however, many of our comrades 
overlooked the law that the relations of production must be adapted to the 
character of productive forces. A “communist wind" was stirred up in 

1958 in the course of universal establishment of rural people's communes, 
and a mistake of impetuous, hasty advance was made. It was only through 
readjustment that the relations of production were tasically adapted to 
the productive forces and agricultural production was restored and 
developed. Both the advance and the retreat were carried out through the 
policies and decrees of the party and government but what played the 
decisive role behind policies and decrees was the objective law of economic 
development. 


Beginning in 1953, our country commenced its first 5=year plan of socialist 
economic construction. At that time, we correctly arranged the relations 
of proportion between accumulation and consumption and between various 
branches of the national economy and carried out 156 important construction 
projects, thereby laying the preliminary foundation for our country's 
industrialization. In that period, we mainly observed the law of planned 
and proportioned development of the national economy, and our work was 
comparatively smooth. But between 1956 and 1960, we made too high of 
demands on the development of industrial and agricultural production. In 
particular, we demanded that steel production be doubled annually along 
with a corresponding development of various departments of heavy industry. 
This edged out agriculture and light industry. Agricu! tural production 
dropped yearly between 1959 and 1961, the proportions of the national 
economy were out of harmony and people had difficulties in their lives. 

The party Central Committee promptly put forward the four-point guiding 
principle--readjustment, consolidation, filling in and improving--and 
resolutely shortened the frontline of capital construction and heavy 
industrial production. In the subsequent 3 years, the relations of 
proportion between agriculture, light industry and heavy industry and those 
between accumulation and consumption were readjusted, thereby enabling 

the national economy to take an all-round twra for the better, Experience 
cells us that only when we observe the objective laws of economy can we 
bring a high degree of subjective activity into play. 


The distribution and exchange of social products in socialist countries 
are also mainly carried out through national economic plans. The state 
prescribes the proportional relations between accumulation of funds and 
.onsumer funds, the wage standard of state-operated enterprises and state 
organ workers, and the policy of distribution for collective peasants, 
nsuring that the livea of workers and peasants can improve along with 
.ne development of production. Distribution is determined in the final 
analysis by production; without the development of production it is 
impossible to improve the life of the people, Whether or not the dis- 
tribution policy is correct will have a certain reaction on production. 
In the first 8 years after the founding of new China, industrial and 
agricultural production developed rapidly, the proportion between 
accumulation and consumption were well arranged, and the lives of 
workers and peasants was improved step by step. For several years after 
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1958, we violated the objective law of economic development. In addition, 
Lin Biao and the “gang of four” interfered and carried out disruptive 
activities. Industrial and agricultural production fluctuated. For 

20 years, the living standards of workers and peasants were raised ccm- 
paratively slowly; in fact, basically only the original level was maintain- 
ed. Furthermore, in distribution we violated the principle of distribution 
according to work, demanded and used a little too much of the labor power 
of peasants, collected a little too much farm produce and set quotas for 
the purchase of farm produce a little too high. This dampened the 
enthusiasm of workers and peasants for work, which in turn adversely 
affected the development of industrial and agricultural production. Fats 
prove that our knowledge of the laws of developing production, satisfying 
needs (namely the “basic economic laws of socialism" expounded by Stalin) 
and distributing according to work were inadequate and that our actions 
violated these objective laws to a certain degree. 


For 20 years we did not have an adequate knowledge of the law of value. 
We did not know that in a socialist society, particularly in our socialist 
country in which the development level of productive forces was very low, 
the law of planned and proportioned development must rely on the law 

of value to bring its role into full play. We exercised too rigid of 
control over the national economy and failed to make good use of the law 
of value. The result was that the prices of many of our products 
obviously deviated from their value. This also resulted in important 
products urgently needed by the state being under rigid control, with 
their prices being too low. In addition, secondary products which were 
beyond state control were high-priced and brought profits. This adversely 
affected the proportional development of various branches of the national 
economy. The correct method to change this phenomenon is to make full use 
of the role played by the law of value to readjust prices to facilitate 
the proportional development of various branches of the national economy. 
The role played by the law of value is not to be further restricted by 
enlarging the scopes of collection, purchase quotas and fixed supply. 


The above state of affairs shows that our knowledge of socialist economic 
laws is far from adequate and that our actions sometimes go against 
objective laws. This results in the superiority of the socialist system 
not being brought into full play. Unlike capitalist economic laws, 
socialist ones will not play their role spontaneously. Instead, they 
will do so through the conscious activity of people. It is precisely 
because of this that it is all the more necessary for us to know the 
objective laws governing the development of a socialist economy, learn 
how to act according to these laws at all times and in all places, and 
do everything possible to avoid violating them. Only by knowing and 
strictly observing these laws can we bring our subjective activity into 
full play. 


It is here necessary for us to explain that when we say that the economic 


activities of capitalist countries are regulated spontaneously by the 
objective laws of economy, we mean relative to socialist countries. In 
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the 19th century era of free capitalism, bourgeois economists permitted 
laissez faire and opposed state intervention. Socioeconomic activities 
were entirely regulated spontaneously by capitalist economic laws. In 
the era of monopoly capitalism, the monopoly bourgeoisie began to advocate 
state intervention in economic activities. For the sake of mutual compe- 
tition and to prevent or alleviate economic crises, the monopoly bourgeoisie 
made extensive forecasts of market conditions. Capitalist countries 

also utilized taxation to regulate prices of various commodities. Through 
the price policy and bank credit loan policy, they directed the investment 
orientation of various monopoly capitalist groups. State intervention 
also played an increasingly important role. With the means of production 
placed under private ownership and with all economic activities of 
monopoly capital aimed at seizing the maximum profit, capitalist countries 
will never be able to eliminate polarization of the bourgeoisie and the 
proletariat (the profits made by millionaires are ever increasing and the 
proletariat becoming relatively impoverished). They will never be able 

to eliminate overproduction or the economic crises engendered thereby. 


Study of our country’s sucialist economic laws was given great importance 
in the 1950's after publication of Stalin's "Problems of a Socialist 
Economy in the Soviet Union.” But at the same time we were more or less 
influenced by certain of Stalin's points of view. [word indistinct] 
regarded the socialist relations of production as perfect, It seemed that 
all the country's economic activities could be managed by the state 
according to plan and that the law of value plaved a given role only in 
business accounting and the marketing of consumer goods and none at all 

in regulating production, During the Great Cultural Revolution Lin Biao 
and the “gang of four” brought “politics” that undermined the economy and 
“revolution” that did away with production to the fore. They threw mud 

at distribution according to work and the law of value, and made the study 
of socialist economic laws a forbidden area. Study of socialist economic 
laws not only stagnated but also regressed. Simultaneous with this, our 
economic management work was divorced from socialist economic laws in 
varying degrees. At the same time, one could do what one liked according 
to the “chief’s will.” The result was that the proportions of the national 
economy were out of harmony for a time, which made it necessary to spend 
several years to carry out readjustment. 


Knowing the objective laws of socialist economic development correctly 
ad learning to apply them proficiently to speed up the socialist mocerni- 
ztion of our national economy and consolidate and develop further the 
vcialist re\ations of production are some of the problems that our 
 mrades who study economic theories and assume economic work must pay 
serious attention to. Comrade Mao Zedong cautioned us in his "On the 
correct handling of contradictions among the people”: "It must be under- 
stood that on this question contradiction exists, that is, contradiction 
between the objective laws of socialist economic development and our 
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subjective knowledge, contradiction that must be resolved in practice.” 
("Collected Works of Mao Zedong,” “On the Correct Handling of Contradic- 
tions Among the People,” Vol 5, p 401) To achieve this, we must study 
Marxism-Leninism-Mao Zedong Thought, sum up our country's positive and 
negative experiences and those of other socialist countries in revolution 
and construction, integrate theory with practice, particularly with the 
new tasks of our country for the new period, carry out extensive research 
work, and make due contributions to speeding up the four modernizations 
and consolidating and further developing the socialist relations of 
production. 
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NATIONAL ECONOMIC POLICY 


HONG KONG PAPER REPORTS PRC PRICE CONTROL BUREAU 
Hong Kong TA KUNG PAO in Chinese 19 Jul 79 p 3 HK 


[Article by Tien Ming: “The State General Price Bureau Has Resumed Its 
Functions and Powers" ] 


[Excerpts] In recent years, people who have visited their relatives and 
traveled to the Chinese mainland have generally felt that the prices in 
all places have risen and that some prices have risen very sharply. It 
seems to be an entirely different picture from the “prosperity in the 
markets with stable prices" frequently publicized in the past several 
years. 


Price is a major issue which concerns the national economy and the people's 
livelihood. The State Council of the central people's government in 
Beijing has now set up the "State General Price Bureau," showing that 
the central authorities have attached importance to the price issue. 


The “State General Price Bureau" is a new name. In 1962, a "National 
Price Committee" was set up in the State Council. The chairman of the 
Committee was a renowned economist Xue Muqiao and the vice chairmen 
were Liu Daifeng and Liu Zhuofu. The organ was obviously "smashed" 
suring the 10 years of Cultural Revolution. 


The State General Price Bureau recently held a forum together with the 
China Travel and Tourism Bureau, the Ministry of Commerce and the China 
Travel Service on prices involving foreign relations. Although what was 
discussed and studied was the price issue in areas which involve foreign 
relations, it was demonstrated that the general price bureau exercised 
its functions and powers, As a matter of fact, it is quite nrcessary to 
first take action on the price issue with regard to foreign relations. 

In recent years, foreign tourists, whether they are foreigners or Overseas 
Chinese and Hong Kong and Macao compatriots, have made many complaints 
about the charges for food, lodging and transport while traveling to 
various places. During the spring trade fair this year, a "sandwich" 

in Guangzhou was priced at three different prices within one day, and the 
explanation given was a “miscalculation of the cost." It was really 
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“ridiculous.” What a shame to have repeatedly “miscalculated the cost” for 
such a simple commodity! The case has demonstrated that it is very neces- 
sary for the state to have unified control over prices. 


In the past 30 years, there has been really no price increase over the 
basic necessities such as grain and cotton cloth under the state‘s regula- 
tion of unified procurement and sales, Their prices have always been 
stable. Moreover, it is also a fact that the prices of pharmaceuticals 
have been continuously on the decrease. It is what no other country can 
match. In recent years, however, and apart from those rationed by the 
state at stipulated prices, the prices of most of the nnstaple foodstuffs 
have risei.. 


Our country has persistently attached importance to the policy on prices. 
Starting from the summer grain this year, the State Council has decided 

to raise, on a relatively large scale, the procurement prices of grain, 
cotton, fats and oils, pigs and other major agricultural sideline products. 
It >; very important for raising the living standard of the peasants. 

At the same time, it has also been stipulated that the selling prices of 
grain and fats and oil in the cities will remain unchanged. Moreover, 

the appropriate readjustments of the selling prices of some agricultural 
sideline products must also follow the regulations of the State Council. 
Localities and departments are not allowed to do what they like. 
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NATIONAL ECONOMIC POLICY 


"HEILONGJIANG RIBAO’ CALLS FOR IMPLEMENTING PONUS SYSTEM 
Harbirc “eilongjiang Provincial Service in Mandarin 2200 GMT 29 Jul 79 OW 


[Report on HEILONGJIANG RIBAO 29 July commentator's article: “Eliminate 
the Influence of the Ultraleftist Ideological Trend, Boldly Enforce the 
Bonus System™] 


[Excerpts] Since implementing the bonus system 6 years ago, the Harbin 
(Zhengyanghe) Lumber Processing Plant has turned to the state a total 
amount of profit and accutwlated total cash reserves which combined are 
almost double of the plant's fixed assets. This shows that the bonus 
system is good and a fine economic measure for improving enterprise 
management. 


But the ultraleftist line pushed by the "gang of four" has not yet been 
totally eliminated. Therefore, there are still obstacles to acting accord- 
ing to objective economic law and to enforcing the bonus system. 


Some time ago an evil wind was stirred up which raised doubts about and 
negated the bonus system and vilified the correct enforcement of the bonus 
system as fetish worship of the so-called “omnipotent bonus.” Why was 
tuis evil wind stirred up? Why does the pernicious influence of the 

“gang of four” still exist at present? This is because for a long time 
some comrades have harbored the notions that “bonuses lead to no good 

end" and that “money is dirty.” These comrades lacex a clear understanding 
of the historical inevitability . the socialist principle of "to each 
according to his work." 


‘rue, some enterprises blindly issue boiuses in total disregard of manage- 
sent and paying little attention to fixed quotas and economic r«sults. 
‘his must be promptly corrected. But this happens only in a few units 
which implement the bonus system. We must never use these isolated 

cases as a ceason for raising doubts about or negating the entire bonus 
system and the principle of “to each according to his work." 





GENERAL ECONOMIC INFORMATION 


GUANGDONG PAPER COMMENTS ON EXPANDING EMPLOYMENT OPPORTUNITIES 
Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 26 Jul 79 HK 


[NANFANG RIBAO 26 July commentator's article: "Open the Great Door of 
Employment" ] 


[Excerpts] Jobs have been found for 97.5 percent of the unemployed resi- 
dents of Beijing Street in Guangzhou Municipality. This news has really 
broadened people's horizon and emancipated their minds. It is quite 
obvious that as long as people model themselves on the residents of 
Beijing Street who bring into play the superiority of the system of 
collective ownership by working with one heart and one mind, they will be 
able to open the great door of employment. 


At the second session of the Fifth NPC, Chairman Hua explicitly pointed out 
that we must open all avenues for employment bv actively developing 
handicrafts, commerce, service trades, animal husbandry, tourism, urban 
public utilities, afforestation and tree-planting, and other enterprises 
and undertakings which are worth developing in light of our needs and 
prerequisites so as to gradually settle out unemployed population in an 
appropriate manner. This has surely charted for us the orientation and 
course of labor employment. The most widespread and broadest way to 

do well in running these undertakings is to develop the enterprises of 
collective ownership. Therefore, leaders at all levels must change their 
thinking and place the task of developing the urban enterprises of 
collective ownership on their agendas. 


We must energetically call for developing the system of collective ownership 
in urban areas in order to restore its reputation and make everybody 
recognize its superiority. The mos: important point is to revise the 
mistaken idea of regarding the system of collective ownership as an 
inferior thing. We should see that the enterprises of collective ownership 
are an indispensable and integral part of our country's socialist economy. 
Like the rural people's communes, the urban enterprises of collective 
ownership are of the socialist nature. Like the state+run enterprises, 

they have powerful vitality along with unlimited prospects for development 
and hence share the same glory in contributing to the four modernizations. 
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To develop the enterprises of collective ownership in urban areas, the 
current key is to strengthen concrete leadership over, close coordination 
with and fervent support of all trades and occupations. It is necessary 

to constantly sum up experiences in, and improve and popularize such fields 
as organization and leadership, management and administration, network 
establishments, labor allocation, revenue distribution and livelihood 


welfare. 
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GENERAL ECONOMIC INFORMATION 


"FUJIAN RIBAO’ CALLS FOR FINDING PLACES FOR UNEMPLOYED 
Fuzhou Fujian Provincial Service in Mandarin 0300 GMT 26 Jul 79 HK 


{Report on FUJIAN RIBAO short commentary: "Do Well in Arranging Work for 
the Urban Unemployed"--datenot given] 


[Excerpts] The short commentary said: Some comrades have failed to fully 
understand the importance of finding places for the unemployed. They lay 
undue stress on objective conditions, are not willing to open all avenues 
and persist in hoping that higher authorities will give them more labor 
quotas. This is not right, We must not increase labor quotas at will. 
The key to arranging work for the unemployed lies in energetically develop- 
ing urban enterprises under collective ownership. Opening all avenues, 
developing neighborhood collective enterprises and arranging work for the 
urban unemployed are absolutely not expedient measures but are important 
ways to solve the problem of the unemployed and are our relatively long- 
term guiding principles. 





The short commentary said: Some unemployed people are not willing to work 
in enterprises under collective ownership and particularly in those 
neighborhood enterprises. They hold that work in those enterprises is 
inferior to others. In our country, there are different types of work and 
there is no high or low work. All trades and professions are aimed at 
serving the people. From now on, welfare and pay of staff and workers 

in well managed enterprises under collective ownership can be and should 
be higher than those of staff and workers in poorly managed enterprises 
under ownership by the whole people. 


The FUJIAN RIBAO short commentary said in conclusion: Arranging work for 
the urban unemployed is a heavy and meticulous task. Party committees 
and government at all levels must tangibly strengthen leadership, prevent 
individuals from using their powers to engage in malpractice for selfish 
ends and to establish personal contacts for getting “back door benefits" 
and forbid rural commune members from coming to urban areas to change 
their profession. All trades and professions should also actively and 
warmly support arrangements for the urban unemployed to further success- 
fully fulfill the task which is advantageous to the national economy, the 
people's livelihood and the four modernizations, 
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GENERAL ECONOMIC INFORMATION 


"TIANJIN RIBAO’ EDITORIAL CALLS FOR JOB OPPORTUNITIES 
Tianjin City Service in Mandarin 2330 GMT 28 Jul 79 SK 


[Report on TIANJIN RIBAO 29 July editorial: "Actively Provide More Job 
Opportunities for Those Who Are Waiting for Work") 


[Text] The editorial states: Since the beginning of 1979, particularly 

in the 2 months since the Tianjin Municipal CCP Committee work conference, 
Tianjin Municipality has scored fairly good achievements in arranging jobs 
for those who are waiting for work. This has been made possible due t« the 
close attention the leadership at all levels in the municipality gave the 
matter and the active efforts of the vast number of cadres and masses and 
the vigorous support of the various departments and units. 


To actively and successfully assign jobs for those who are awaiting work 
constitutes one of the tasks for readjusting, restructuring, consolidating 
and improving the national economy. This has a vital bearing on the 
immediate interests of the broad masses of staff members and workers and of 
thousands upon thousands of households and on the task of consolidating 

and developing the excellent situation of stability and unity, as well 

as on the tempo in achieving socialist modernization. Therefore, party 
committees at all levels should take this work as an important task and 
deal with it firmly and successfully, 


In assigning jobs for those who are awaiting work, it is necessary to uphold 
the principle of over-all planning and all-round considerations. Judging 
from the situation of our municipality, efforts should be made, in 
accordance with the spirit of readjusting the national economy, to strengthen 
the weak links, to create a proper balance between the various sectors 

in the national economy, to keep the machinery maintenance and repair 
contingents well stocked and to vigorously develop those undertakings 

vhich serve the people's daily lives. 


In line with the needs of the state and the principle of all-round planning 
and all-round arrangements, as well as proceeding from the practical situa- 
tion of those who are awaiting work, labor departments should adopt the 

method of totally evaluating the moral, intellectual and physical qualities 
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and employing the most qualified persons. In the various branches of 
trades and the various departments on various fronts, the work of assign- 
ing jobs to the unemployed should be carried out locally, step by step, 
in groups and stages, in a planned and orderly manner. 


The editorial states: In assigning jobs for those who are awaiting work, 
it is necessary to use every means to provide more job opportunities in 
line with the reality of the districts and neighborhoods. Some districts 
and neighborhoods have done a good job in this respect. At present, it is 
necessary to vigorously develop handicraft products for export which are 
mainly the products of cottage industries, such as arts and crafts, 
knitting and embroidery, Efforts should be made to support and encourage 
individuals and cooperative organizations which assume responsibility for 
their own profits and losses to engage in undertakings which serve the 
people's daily lives, such as sewing, (?laundry), barber shops, nurseries, 
painting and maintenance and repair work. Units which have the necessary 
conditions should further develop neighborhood canteens and purchasing 

and marketing agencies so as to train those who are awaiting work. It is 
necessary to actively establish labor service teams to handle tasks which 
serve production, such as repair, loading and unloading and transporting 
goods so as to meet the temporary and seasonal needs of labor for the 
various enterprises and establishments. Efforts should be made to let the 
teams work as casual laborers as much as possible, 


The various suburban districts, counties and state farms should organize 
those who are awaiting work in urban areas and surplus labor forces to 
vigorously develop animal-raising undertakings so as to serve export 
needs, s ientific research, teaching and medical needs. All in all, in 
serving production and livelihood in various spheres, it is necessary to 
use all means to provide more job opportunities and adopt various measures 
to assign jobs properly and step by step for those who are awaiting work. 


The editorial points out: Even though the municipal departments concerned 
have done much work to assign jobs for those who are awaiting work, as of 
now it is still impossible to totally solve the problem in this regard. 
In other words, there are a fairly large number awaiting work for whom 
jobs cannot be assigned for the time being. There is still a problem 
that some people cannot be assigned a job at this time even though they 
are qualified. We should make allowances for the temporary difficulties 
of the state and have confidence that, under the correct leadership of 
the party Central Committee and following the development of the national 
economy and the control of population growth, the problem of assigning 
jobs for those who are awaiting work will finally be solved step by step 
and properly. 


The editorial states: A number of those who are awaiting work hold that 
only those who work in the enterprises owned by the whole people have 
honor, and those who work in collectively owned enterprises have a lower 
Status than others. This is a matter of great significance. As a matter 
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of fact, both ownership by the whole people and by the collectives are forms 
of socialist ownership. No matter whether people work in enterprises owned 
by the whole people or by collectives, they are all staff members and 
workers of socialist enterprises. They both make money for the country 

and the society and both have a bright future, As the production of 
enterprises owned by collectives develops and their accumulation increases, 
the workers’ salaries will be raised gradually. We should also do away 
with measures which result in the collectively owned enterprises having 
lower political and economic status than the enterprises owned by the 

whole people. Efforts should be made to allow the salaries and welfare 
benefits of the collectively owned enterprises which operate successfully 
to be higher than those of some enterprises owned by the whole people. 


Considering the current situation of the national economy, a fairly large 
number of those among the municipal residents who are awaiting work 

should organize themselves to form cooperatives and teams to engage in 
production or serve production in order to do production or service work 
at all levels. These comrades should discern the developing future of the 


collectively owned enterprises and make their own contributions to the 
four modernizations. 


In conclusion, TIANJIN RIBAO's editorial states: The task of assigning 
jobs for those who are awaiting work should by no means be left to the 
labor department alone. It is necessary for the various departments 


concerned to coordinate closely in this work and to grasp the task well 
together. 
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GENERAL ECONOMIC INFORMATION 


BRIEFS 


INDUSTRIAL PRODUCTION--During the first half of this year, Fuyu County, 
Jilin Province, produced 55.37 million yuan worth of industrial products, 
showing a 0.6 percent increase over the same period last year. [Shenyang 
Liaoning Provincial Service in Mandarin 1100 GMT 12 Jul 79 SK] 
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FUELS AND POWER 


BRIEFS 


HEBEI MATOU POWER STATION--Shijiazhuang, 21 Jul-~Matou Electric Power is 
stepping up the installation work for a set of 200,000-kw-steam turbine 
generator. This station, located in the south of Handan Municipality of 
Hebei Province, was set up in 1975 with only one set of 50,000-kw generator. 
Since August 1975, it has added two sets of 100,000-kw generators and one 
set of 200,000-kw generator. When the installation work for the fourth 
additional generator is completed this November, the total generating 
capacity of this station will reach 650,000 kw. [Beijing XINHUA Domestic 
Service in Chinese 0124 GMT 21 Jul 79 OW] 





HEILONGJIANG THERMAL POWER STATIONS--Harbin, 2 Jul--The construction of 
two large thermal power stations in Heilongjiang Province--Hulaerji 

[1381 0998 1422 1015] Power Station and Mudanjiang Power Station--is being 
expedited at present. The first stage of construction involves projects 
of generating capacity of 600,000 and 400,000 kilowatts respectively. 
These projects started in July 1978 will play an important role in pro- 
moting petroleum and coal industries as well as agricultural production 

in Heilongjiang Province when completed. [Beijing XINHUA Domestic Service 
in Chinese 0214 GMT 2 Jul 79 OW] 


HUABEI OILFIELD PRODUCTION--To speed up crude oil production, the Huabei 
oilfield [presumably in Hebei Province] has organized some 7,000 cadres 

to undergo technical training and renovated some of the old drilling 
equipment. In the first 5 months of 1979, well drilling footage in 

central Hebei reached 434,000 meters and the cost of operation of each 
drilling unit was more than 12 percent lower than the corresponding 

period in 1978. A total of 21 million yuan of funds was conserved, which 
‘s enough to complete 50,000 meters of drilling footage. [Beijing Domestic 
Service in Mandarin 1000 GMT 15 Jul 79 OW] 





JIANGSU POWER GENERATOR--The 6,000-kilowatt sulphuric acid exhaust heat 

power generating set of the phosphate fertilizer plant under the Nanjing 
Chemical Industry Company, Jiangsu--China's biggest project of generating 
electric power by means of exhaust heat--was commissioned at the end of 

last year and has generated more than 10 million kwh of electricity. With 

an annual generating capacity of 48 million kwh, the set can annually provide 
the power grid more than 30 million kwh of electricity after satisfying the 
plant's own need for electricity. [Nanjing Jiangsu Provincial Service 

in Mandarin 1100 GMT 18 Jul 79 “i. 








JIANGSU POWER PLANTS--The Jiangsu Provincial Power Bureau announced on 

3 July that in the next 3 years it will install power generating sets 
totaling 1.3 million kilowatts in Xuzhou, Zhenjiang and Nantong, giving the 
province an annual increase of 19 percent in power generating capacity, 
faster than the development of other sectors of the national economy. 
[Nanjing Jiangsu Provincial Service in Mandarin 2300 GMT 4 Jul 79 OW] 


JILIN NEW POWER STATION--Changchun, 21 Jul--A new electric power station 
is now under construction in the suburbs of Tongliao Municipality in Jilin 
Province, The first phase of construction plans includes installation 

of two sets of 200,000 kw steam turbine generators. [Beijing XINHUA 
Domestic Service in Chinese 0112 GMT 21 Jul 79 OW] 


POWER INDUSTRY PROFITS--From January to May, power industry departments 

in Jilin Province increased profits turned over to the state by 15.1 million 
yuan compared to the corresponding period last year, increased power 
generation output by 9 percent, with a 14.2 percent increase in power 
supply. Production costs per kwh electricity were reduced by 1 yuan and 

8 fen, saving 4 million yuan. [Changchun Jilin Provincial Service 

in Mandarin 1100 GMT 14 Jun 79] Compared with the same period of 1978, 
from January to May this year the power front of Jilin Province increased 
its profits for the state by 15.1 million vuan, increased its power output 
by 9 percent and its increased the power supply by 14.2 percent. Accidents 
caused by power generating equipment problems decreased by 33.3 percent, 

the accidents of power transmission equipment troubles decreased by 

9.2 percent and major accidents decreased by 83,3 percent. [Changchun Jilin 
Provincial Service in Mandarin 2200 GMT 14 Jun 79] 


ELECTRIC POWER FULFILLMENT--Liaoning provincial electric power front ful- 
filled its first 6 months’ generating plan and increased its power output 
by 13.3 percent and 170 million kilowatt hours compared to the correspond- 
ing period of 1978. [Shenyang Liaoning Provincial Service in Mandarin 
1100 GMT 9 Jul 79 SK] 


SHANDONG WATER RESOURCES--Linqu County in Shandong Province has tried to 
harness its water power resources. Last year it built 10 small hydro- 
electric power stations. This year an additional nine small hydroelectric 
power stations were built, solving the problem of power supply in certain 
remote areas which could not be connected with the main power grid. 

[Jinan Shandong Provincial Service in Mandarin 2300 GMT 28 Jun 79 SK] 


NEW OIL ZONE--A new oil zone has been established at the Karamay oilfield 
in Xinjiang. Several newly drilled wells went into production in this 
zone on 1 July. The newly built zone is called (Baikou Petroleum Zone). 
Its first-phase project was completed in only 3 months. When the entire 
project is completed, the zone's oil output will be about two-thirds of 
that of the Karamay oilfield just before the Great Cultural Revolution. 
[Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 8 Jul 79 OW] 
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MINERAL RESOURCES 


BRIEFS 


SHAANXI GYPSUM MINE--Sian, 13 Jul--A big gypsum mine discovered at the 

foot of the Dabashan Mountain in Xixiang County, Shaanxi, has been con- 
firmed to possess reserves of more than 300 million dun of good quality 
gypsum. [Beijing XINHUA Domestic Service in Chinese 0109 GMT 13 Jul 79 OW] 


LIAONING COAL PRODUCTION--Local small coal mines in Liaoyang Municipality 
of Liaoning Province produced 202,200 tons of raw coal in the first 
6 months of this year, an increase of 25 percent over the same period of 


1978. [Shenyang Liaoning Provincial Service in Mandarin 2200 GMT 
10 Jul 79] 

















HEAVY INDUSTRY 


BRIEFS 


LIAONING INDUSTRIAL OUTPUT--Fushun Municipality, Liaoning Province, 
registered a 6.1 percent increase in its first half yearly industrial 
output value compared with the corresponding period last year. The 
quality of 23 major products are now better than ever before, and the 
production costs of 24 products have declined from their last year's 


records. [Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 
15 Jul 79 SK] 


MACHINE-BUILDING BUREAU--The Tianjin first machine-building bureau ful- 
filled 57.35 percent of the annual industrial output value plan in 


first 6 months. [Tianjin City Service in Mandarin [no time given] 
5 Jul 79] 


CSO: 4006 





31 











LIGHT INDUSTRY 


BRIEFS 


SHAANXI TEXTILE INDUSTRY--Xian, 2 Jul--Shaanxi Province in the past few 
years installed another 35,000 spindles and 1,090 broad-looms. The 
Northwest No 2 State Cotton Mill last year set up a chemical fiber 
workshop with 5,000 spindles and 108 looms to produce long-staple cloth. 
Since its inauguration in the latter half of 1978, it has accumulated 
US$1.57 million yuan for the state, same as much as the investment for 
the workshop. The Northwest No 5 State Cotton Mill remodeled 500 broad- 
looms to produce three varieties of cloth for export and last year earned 


US$2.75 million for the state. [Beijing XINHUA Domestic Service in Chinese 
1202 GMT 2 Jul 79 OW] 
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CAPITAL CONSTRUCTION 


"RENMIN RIBAO' DISCUSSES RETURN ON INVESTMENT IN CAPITAL CONSTRUCTION 
Beijing RENMIN RIBAO in Chinese 3 Jul 79 p 3 HK 


[Article by Zhang Da [1728 6671], Tai Yizhi [6733 6056 2535] and 
Zhang Zhongmin [1728 0112 2404]: “Pay Attention to the Return on Invest- 
ment in Capital Construction" ] 


[Text] Paying attention to the return on investments in capital construc- 
tion and striving to complete high quality projects with a lower investment 
and shorter construction period in the march toward the four modernizations 
so as to rapidly bring about coordinated productive capabilities is vitallv 
important in the context of the national economy. 


For many years our country's capital construction front has been unduly 
extended and in a state of mismanagement with regard to costs. Viewed 
nationally, the return on investments is generally poor. First, in many 
individual cases investments in capital construction projects are high, 
with the average cost for every square meter of civilian structure now 
double that for the first 5-year plan period. Investments in facilities 
for producing a ton of steel are now about 80 percent higher than for 

the First 5-Year Plan period while the average investment in facilities 
for extracting a ton of coal is now more than double that for the corres- 
ponding First 5-Year Plan period. Second, the construction period is now 
longer by more than 100 percent than that for the First 5-Year Plan. 
Third, the proportion of additional fixed assets is lower than the amount 
of funds invested in capital construction, accounting for 83.7 percent of 
the First 5-Year Plan and with the additional fixed assets available 

for use in 1976 comprising only about 60 percent of the funds invested, 
As a result, large funds have been tied up with unfinished projects and 
“auxiliary projects” which tend to multiply. Fourth, the period for 
recovering the investments in capital construction is long, capital 
turnover is slow, utilization rate is low and the time for recovering 
funds invested in projects is generally longer than industrially advanced 
countries. 


In the current context, shortening the capital construction front is by 
far the most realistic and effective means of enhancing the return on 
investment in capital construction. This calls for adjusting the scale 
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of capital construction so it will conform with currently available man- 
power, material and financial resources used in production and enable 
projects to be developed rapidly and assure a quick return on investment. 
Some people believe that the greater the scale of construction, the faster 
its speed and the better its results. This in fact is not so. If the 
scale of capital construction is overly large, it will exhaust manpower, 
material and financial resources and thus stretch production facilities 
and affect people's livelihood. This will overextend the capital con- 
struction front and hinder the progress of capital construction projects. 
As a result, both the pace and progress of construction will be affected. 
The highly impractical plan for doubling steel production in 1958 resulted 
in sharply increased investments in capital construction projects, with 
those in 1960 nearly 200 percent more than 1957. This caused widespread 
disruptions in the proportionate relationship in the national economy 

and gravely affected the development of our country's economy. It became 
necessary in 1962 to adjust the proportionate relationship and drastically 
cut down investments. Historical facts amply show that if the scale of 
construction projects exceeds practical limits, the speed will be reduced 
and results will be unsatisfactory. Conversely, if the scale of construc- 


tion is suitable and arrangements are proper, the results and speed will 
be improved. 


To reduce the scale of construction, it is necessary to check those projects 
that are under construction, particularly those that offer few and incom- 
plete data on hydrogeological conditions and available natural resources. 
There is a need to stop the construction of projects which lack proper 
designs and details on technological processes and which offer no 
guarantees for the supply of fuel, power, raw and semifinished materials, 
water and transport facilities when they are completed. Other projects 
that are technologically obsolete and consume more than they can produce 
as well as those that require renovation after they are completed and 
which involve unresolved pollution problems should also be discontinued. 
Urgent projects for short-term development, such as coal, electricity, 
petroleum, transportacion and building materials and projects which 
produce quick results, accumulate more capital and earn more foreign 
eychange should go ahead, If these projects are developed at a fast 
pace, thev will produce significant economic results. 


In arranging new projects, we must pay close attention to tapping the 
potentials of existing enterprises and renovating and restructuring them. 
hat existing enterprises can offer is not to construct new ones. 
Cenerally speaking, our country's industrial and technological foundations 
ire rather obsolete, but potentially they offer immense possibilities 

or developing production. Once some existing enterprises are even slightly 
enlarged or renovated, their productive capabilities can be increased many 
times. Generally, renovating existing enterprises can produce better 
economic results than building new enterprises. This is because the 
construction rp ‘od for renovating and enlarging existing enterprises can 
be reduced by yercent and thus one-third of the funds invested can 

be saved. Moreo er, the period for recovering the investments can 
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likewise be shortened. This is particularly so for the textile industry. 
Since there is a tendency in foreign countries to invest more funds in 
renovating and expanding existing enterprises, we should do so according- 
ly if our object is to collect the return on investment. 


A prerequisite to paying attention to the return on investment in capital 
construction and doing it well is to strengthen the work that precedes 
capital construction according to the procedures for undertaking capital 
construction projects. This involves doing the preparatory work well 
before construction is begun, such as outlining the project plan, choosing 
the plant site, drawing up plans for newly constructed industrial and 
mining areas, devising measures for environmental protection and preparing 
design projections and work schedules, and so on. In sum, we must be 
fully prepared before construction gets under way. Conducting careful 
technological surveys and discussing all the economic aspects of the project 
before construction is begun will determine the success or failure of the 
project and whether a quick return on investment can be obtained. Before 
construction is begun, it is necessary to make a comprehensive survey and 
work out overall plans with regard to the goals of the planned projects 
and on what basis are they conceived, embracing planning related to 
products, mineral resources, hydrogeology, major relationships in coordina- 
tion, construction period, fixed investment figures and desired economic 
results and technological level. Comparisons should be made as fully as 
possible regarding the major technological and economic targets of 
projects that have been conceived, such as unit investment, production 
costs, the time required for attaining the desired capabilities and the 
number of years before investment can be recovered, and so forth. These 
must be undertaken before the overall economic results can be figured out 
for examination, 


Conceiving construction projects involves the process of understanding 
objective realities, To do this, considerable work has to be done and much 
time is required. In foreign countries, the conception period accounts 

for more than 40 percent of the period set for construction, because the 
scale of modern industrial construction is generally so large that factors 
related to technology and economic results are more complicated. To 
achieve desired economic results, construction projects must be correctly 
visualized and must conform with actual conditions. From conception to 
completion, they have to go through stages that involve acquiring knowledge 
from the shallow to the deep and going through processes from the super- 
fluous to the refined, The procedures for undertaking capital construction 
projects therefore follow perscribed systems of defining the stages of work 
processes. They stipulate that construction programs in their various 
work phases are to follow rationally conceived lines. This means that 

once a previous stage of work is completed, the project so conceived will 
conform with actual conditions and thus avoid the reckless decisions and 
eliminate waste as a result of a lack of necessary preparations. Therefore, 
doing a previous phase of work well and strictly following procedures for 
capital construction projects provides important guarantees for paying 
attention to the return on investment in capital construction, 
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Concentrating all forces to fight a battle of annihilation and shorten the 
construction period is an important means of paying attention to the return 
on investment in capital construction. The economic significance of the 
time factor in construction should merit our close attention. This is 
because the rapid advances in modern science and technology will increasing- 
ly shorten the period for making technological renovations. About 

30 percent of the technological facilities available to industrial units 

in foreign countries have become obsolete in the recent decade and have 
been discarded. The percentage is seven higher in the electronics 
industry, that is, 50 percent. If a project is not completed in 8 or 10 
years, it will become obsolete by the time it is ready for operation, even 
though new technologies were applied when it was first conceived. In 

some cases, even newly completed projects will have to be renovated and 
restructured. This will make it difficult for us to overtake and surpass 
advanced world levels. Shortening the construction period will speed up 
construction and greatly lower costs. It will also provide consumers 

with more products, provide communal accumulation and promote a quick 
return on investment. 


In paying attention to the return on investment in capital construction, it 
will also be necessary to firmly grasp reforming the management of capital 
construction and methods of management. The key lies in overcoming defects 
inherent in the management of supplies and in integrating the return on 
investment with the economic interests of the enterprises themselves. This 
will enable the enterprises to care more for the return on investment in 
capital construction, pay attention to economic accounting and increase 

the sense of economic responsibility. 


Currently, the campaign for increased production and economy is being 
launched on every front in our country. Clearing up the projects under 
construction on the capital construction front should encourage the masses 
to examine the return on investment in various categories of construction 
items so as to expose waste, find its causes and devise measures for 
ccrrecting it. Particular attention should now be paid to managing the 
capital construction equipment and materials. There are gaps in such 
macerials and they have piled up and have been wasted. Letters from the 
readers which appeared in RENMIN RIBAO on 26 May reveal how the case of 
equipment imported by the Maanshan Seamless Stainless Steel Tubing Workshop 
and valued at 50 million yuan was put aside for 16 years. This is not the 
only case. Since a number of projects under construction have now been 
Falted, the materials and equipment lying idle will pile up and be wasted 
if they are not properly handled. To put these accumulated materials and 
cuipment to good use, we must break the boundaries between various trades, 
.ocalities and units and coordinate the unified allocation of these 
materials well. 
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CAPITAL CONSTRUCTION 


BRIEFS 


JIANGSU SCHOOL BUILDING--Departments concerned in Nanjing Municipality, 
Jiangsu Province, have stepped up the building of classrooms and dormi- 
tories for 16 schools of higher learning in the municipality. It is 
estimated that by end of August this year, school buildings with a total 
area of 31,000 square meters can be completed. [Nanjing Jiangsu 
Provincial Service in Mandarin 2300 GMT 8 Jul 79 OW] 


NEW BUCKET DREDGER--Nanchang, 15 Jul--Jiangxi Province's Dongfeng Shipyard 
recently built China's first hydraulic bucket dredger which is capable 

of dredging 150 cubic meters of silt within an hour to a maximum depth 

of 7 meters. The new-type dredger is small and highly efficient as well 
as easy to operate, with engine operation, water, fuel and compressed 

air supply system completely automated, This dredger can also be used 

for water conservancy, construction of hydroelectric power stations and 
fishing ports, and farmland capital construction. [Beijing XINHUA 
Domestic Service in Chinese 0133 GMT 15 Jul 79 OW] 
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DOMESTIC TRADE 


‘RENMIN RIBAO' URGES MORE MANUFACTURED GOODS FOR RURAL AREAS 
Beijing XINHUA in English 1211 GMT 24 Jul 79 OW 


[Text] Beijing, July 24 (XINHUA)--An investigation by a staff reporter 

of the PEOPLE'S DAILY shows that in some parts of the country the supply 

of manufactured goods to rural areas is insufficient to satisfy the growing 
buying power of the peasants, 


Huang Jichang reports in the newspaper today on a sample investigation he 
made in Gaoling County, Shaanxi Province. Of the 10 families involved, 
five had saved enough money to buy bicycles or sewing machines, one a 
television set, and two had bought wrist watches. The last two families 
were less prosperous and they were saving money to buy new polvester 
clothing for family members. In this and other counties on the 

Guanzhong Plain, the province's major grain-producing area, each resident 
is expected to draw an extra income of 45 to 50 yuan this year as a result 
of increased farm output and higher purchasing prices for farm produce. 


But there is a shortage in the supply of manufactured goods, not only the 
more costly items like sewing machines and bicycles, but also daily 
necessities like thermos bottles, "It is common for peasants to go to 
commune shops several times, or even to the county department store dozens 
of miles away, without getting anything they need or really like." 


Thanks to the policy of encouraging rural sidelines, peasants now have 
more pigs and eggs to sell, Some purchasing centres refused to buy these 
things, hewever, or cut the prices offered for them after they had ful- 
Filled their quotas for purchase, 


“n an editorial note appended to the report, the PEOPLE'S DAILY calls for 

faster expansion of industrial production, especially light industrial 
and textile production. "Otherwise, the peasants will be displeased, 
because though they may have money to spend, they are unable to buy the 
manufactured goods they need.” 


The newspaper also points out the necessity for government purchasing 
centres to improve their work, since the peasants now have more produce 
to offer. "Only in this way will it be possible to prevent the peasants’ 
enthusiasm from being affected." 
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DOMESTIC TRADE 


BRIEFS 


LIAONING COMMERCIAL BUREAU--The first commercial bureau of Shenyang 
Municipality, Liaoning Province, overfulfilled its semi-annual sales plan 
by 2.7 percent. During the first half of this year, the bureau brought in 
12.3 percent more commodities from other provinces than that in the 


corresponding period last year. [Shenyang Liaoning Provincial Service 
in Mandarin 1100 GMT 12 Jul 79 SK] 
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TRANSPORTATION 


NATION'S RAILROADS SEEN WOEFULLY BEHIND THOSE OF THE WEST 
Beijing SNIJIE JINGJI [WORLD ECONOMY] in Chinese No 4, 10 Apr 79 pp 1-7 


[Article by Guo Weicheng [6753 4850 1004], minister of railroads: "My 
Tour Survey of Railways in Three West European Countries and China's Rail- 
way Modernization" ] 


[Excerpts] No long ago, a Chinese railways delegation was invited to visit 
France, West Germany and Belgium to study various aspects of thetr rail- 
way operation including locomotives, rolling stocks, railway lines, sig- 
nals, marshalling yards and scientific research. The general impression 
we got from this visit was that the railways of these three countries have 
completed the network establishment, realized mechanization and electrifi- 
cation and are now moving toward automation. Their railway systems have 
achieved a high level of modern standards. The natural as well as the 
social conditions of these three countries are quite different from ours. 
Their countries are small in size while ours is enormous. Their highways, 
airlines and waterways are all highly developed, while ours are still quite 
backward. Their railway transportation deals mainly with passengers and 
our mainly with freight. Theirs is a capitalist market economy and ours a 
so.ialist planned economy. However, their advanced technology, equipment 
and scientific management methods are worth our attention. We should learn 
from them and adopt what will fit our special circumstances. 


I should like to discuss below the basic characteristics of the railways of 
these three countries and some preliminary ideas concerning China's rail- 
way modernization. 


Establishment of a Railway Network Is a Prerequisite for Developing an 
‘wustrialized Nation 


In France, Germany and Belgium, though the land area is not big, the rail- 
way density is very high. France has a total area of 550,000 square kilo- 
meters and 34,000 kilometers of railways, an average of 6.1 kilometers of 

railways for every 100 square kilometers of land. West Germany has a total 
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area of 247,000 square kilometers and 28,000 kilometers of railway, an average 
of 11,1 kilometers of railway for every 100 square kilometers of land. Bel- 
gium, which is a small country of only 30,000 square kilometers, has 4,000 
kilometers of railway, and average of 13.3 kilometers of railway for every 
100 square kilometers of land area. Our country has a total of 9.65 million 
square kilometers of land and only 50,000 kilometers of railway line, an aver- 
age of only 0.5 kilometers of railway for every 100 square kilometers of land. 
When you open up maps of these countries you see railways lines crisscrossing 
the countries like a spiderweb. 


This country is a continental country with an enormous area, and railway 
transportation occupies approximately 60 percent of the total transportation 
volume inlcuding railways, highways, waterways, airlines and pipelines. The 
freight volume of China's railways has reached 9.62 million ton-kilometers 
per kilometer. China is among the leading nations of the world (next only to 
the Soviet Union), having high freight transportation volume. In France 
and Germany it is only 1.9 million ton-kilometers per kilometer. Compared 
with theWest European railway system our system is backward in technology 
as well as equipment. Yet the labor productivity of our transportation work- 
ers surpasses that of France and Germany. This achievement is realized main- 
ly as a result of the extremely high transportation volume and carrying it 
out with brute physical force. Today, we are at the crossroads of a new era 
in which the emphasis of the party is gradually shiftingto the establishment 
of the four socialist modernizations. If the railways fail to increase their 
transportation capability in time we may really encounter a situation which 
Comrade Mao Zedong once described: "Both agriculture and industry are de- 
veloping rapidly, and communication between them relies on the umbilical cord 
of transportation. If the middle road is too narrow and the traffic does 
not flow smoothly a contradiction will be created there, and the develop- 
ment of both sides will be adversely affects." Today the passage is narrow 
whether it is inside the barrier or outside. The traffic in a few north- 
south and east-west trunk lines does not move very smoothly. The coal of 
Shanxi and Henan cannot be shipped out because of transportation bottle- 
necks. Transportation capability of the major port railways is far from 
adequate. Lumber from the northeast is frequently piled up, while produc- 
tion of phosphorus in the southwest is adjusted according to transportation 
capacity. As to the goods of the northwest, there is no guarantee when they 
may be shipped. Take a look at other countries and compare our conditions 
with theirs. We deeply feel that we must accelerate the construction of a 
nationwide railway network and the reconstruction of the old lines. The 
railway is fast becoming the weak link of the national economy. Unless it 
is reformed soon it will certainly become an obstacle to the progress of 

the four modernizations and significantly affect the entire national economy. 


The fundamental requirements of a modernized railway include scientific 
management, advanced technology and equipment, greater locomotive power, 
greater speed and greater train volume. In short, to achieve the following: 
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longer and heavier trains moving at a higher speed while maintaining safety 
and keeping schedules with high quality and productivity, or to achieve the 
maximum level of transportation capability. 


Compared with the countries whose railways are well developed, our railway 
has a long way to go in every respect. Take the train weight for example. 
It has already exceeded 5,000 tons in the United States of America, the Soviet 
Union and Canada, and even 10,000-ton trains are being put into operation. 
But in our country the weight is only 3,500 tons. Take speed for example. 

A speed of more than 160 km/ht for pasenger trains has been reached in France, 
Germany and Belgium. In France, a high-speed passenger line with a speed 

of 260 km/hr is being built today. In this country the maximum speed is 
only 100 km/hr. The maximum speed of freight trains in France, Germany 

and Belgium is over 100 km/hr, but it is less than 70 km/hr in this coun- 
try. Take the traffic density for example. The highest density in France, 
Germany and Belgium has reached a level of a train every 4 to 6 minutes, 
while it is a train every 10 minutes or so in this country. The main rea- 
son they were able to reach such high standards was the improvement in trac- 
tion power stemming from the replacement of steam power by electric and 
internal combustion units. Electronic technology was being adopted widely 
by the various parts of the railway systems to achieve a higher and higher 
lever of automation. Old lines were improved so that trains can travel 

at a higher speed. The maintenance and repair of railway lines have been 
mechanized and railway science and technology work always precedes transpor- 
tation and productionwork. We shall discuss four specific areas in more 
detail. 


(1) Replace Steam Locomotives With Electric Locomotives and Internal Com- 
bustion Engine Locomotives. Adoption of Electric Locomotives Is the Major 
Trend of Future Development 


in 1958 and 1959 we successfully trial manufactured our first internal com- 
bustion locomotive and electric locomotive, respectively. We did not start 
too late, but the development over the past 20 years has been very slow. 
Eiectrified railway lines have a total length of only some 1,000 kilometers, 
amointing to only 2 percent of the state operated railways and their quality 
is not up to par. Eighty percent of the total number of locomotives in this 
country are steam locomotives. Our own experiences gained over the years 
should be summaried and the experiences of other nations must be studied. 

In the process of China's railway modernization, the direction our loco- 
motive power should take is toward internal combustion and electric locomo- 
tive power. Of the two, electric power should take priority. Accelerating 
t'2 electrification of the railways appears to be most advantageous not only 
from the viewpoint of the need to develop railway transportation capacity, 
but also to fully utilize available energy resources. We must first realize 
electrification of the busiest major trunk lines and the lines in the moun- 
tain regions, carrying this out in stages. For secondary trunk lines, switch 
engines, and the spur lines, from stations to mines, internal combustion 
engines should be actively adopted. Suburban and short distance transportation 
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lines must also actively develop their locomotive groups. Steam locomotives 
are still the major motive power for transportation in China today and we 
must utilize it to the fullest extent. In the future, all steam locomotives 
should be mothballed as strategic equipment, except for use on limited minor 
lines and in mines. 


(2) Wide Application of Electronic Technology To Realize Railway Automation 
Gradually Is One of the Important Indices of Modern Railways 


During the early 1960's France, West Germany and Belgium began to apply 
electronic technology and electronic computer technology to their railway 
systems. After a 10-year effort, these technologies have spread to every 
department of their railway systems. They use the electronic computer not 
only for single item computation or work but also for the automation of ticket 
sales, centralized management of freight transportation and data transmis- 
Sion. The operation of marshalling yards, the direction of traffic at key 
junctions and the operation and control of transformer stations have all been 
automatec. In recent years electronic technology has even found application 
in radio dispatching of the trains, radio communications in stations as well 
as in the field, automatic signals, electronic control of the high power loco- 
motives and numerous other technical equipment used in the railway systems. 
Application of industrial television in plant management, station dispatch, 
passenger service and in other areas could be seen everywhere we went. Ap- 
plication of electronic technology has gone very deep indeed into various 
parts of railway transportation and the railway industry. It has become an 
important index of railway modernization. 


In 1973 France formally adopted an electronic ticket reservations and sales 
system. The system can handle train ticket sales for more than 1,000 trains 
a day. These trains include domestic express and special express trains 

in addition to the international trains. There are 1,600 travel agents and 
1,500 stations handling reservations and advance sales of tickets within 

2 months. Ticket reservations and advance sales involve such details as 
class, seat and sleeping berth numbers. According to the individual's taste, 
it is possible to request a seat in smoking or non-smoking compartments, to 
have meals served at his seat or take them in the dining car. This system 
is also capable of making refunds for returned tickets. It has been enormous- 
ly convenient for the customer. Many stations are further equipped wich 
electronic computer-controlled information service and automatic ticket 
vending machines (widely used for the short-range ticket sale). These two 
forms of ticket sales are gradually replacing the human ticket handlers. 


The French railways have further built a freight transportation management 
system. More than 260,000 freight cars on the 34,000 kilometers of rail- 
way lines all over the country are centrally controlled and supervised by a 
freight electronic computer located in Paris. Every movement and situation 
of every single freight car from one loading to the next loading over its 
turnaround cycle, including loading, unloading, transporting, grouping and 











other technical data, are processed and controlled by the electronic 
computer. They have also achieved a freight car tracking capability. 
Information concerning the material state of any single freight car can 
be obtained instantly at any time. This system has brought many conven- 


iences to statistics keeping, planning, directing and managing freight 
transportation. 


These three countries have extensively adopted radio dispatching of trains 
and radio communications in the station as well as in the field. West Ger- 
many in particular has built a complete radio communications network. Near- 
ly 10,000 kilometers of the railway line and more than 6,000 locomotives 
are now equipped with radio dispatch telephones. Telephone conversations 
can be carried out at will any time between stations, and between the di- 
spatcher and the conductor in the moving train, which guarantees safe opera- 
tion of the train and also timely dispatches. The radio dispatch system 
consists of central control equipment (usually located at a central dispatch 
Station), fixed units along the railway line and a fixed unit on the loco- 
motive. The system has excellent performance characteristics and is highly 
reliable. When we visited various units along the line we saw everywhere 
that radio telephones were used in coordinating and directing the work, no 
matter whether it was a passenger station or a marshalling yard, in a work 
train or in a shop. 


The delegation also visited key traffic directing centers at Versailles 

and Munich. There were no more than 10 attendants at these control centers, 
but they were directing the traffic of all trains and several thousand 
switches and sidings belonging to several dozen stations within a radius of 
50 to 60 kilometers with an aid from electronic computers, industrial tele- 
vision and radio telephone communications. This way, they have significant- 
ly raised their transportation efficiency, insured safety and reduced the 
aumber of personnel. 


After we had learned the history of the development and seen the present state 
of their railway electronic technology and electronic computer technology, 
we felt deeply that modernization and automation of railway technology and 
ejuipment has much to do with adoption of the electronic technology and 
electronic computer into the system. In this area of work, our railways 
are far behind theirs. We must put great emphasis on the development of 
electronic technology and electronic computer technology. In view of the 
fact that our railway transportation is mainly that of freight, we should 
p! t priority on the study and development of an electronic computer system 
for the centralized management of freight transportation, and at the same 

t me, build and develop a data transmission network. To implement this, we 
must expand technical exchanges with the railways of other nations and 
import some of the necessary technology and equipment. The radio dispatch 
cechnology has already been adopted in this country on some of the major 
trunk lines. Eight major accidents were averted last year thanks to this 
technology. However, its performance and quality are not up to par yet. 

We must actively learn from the advanced technology of other nations and raise 
and improve the standard of ours. 
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A study of automation of hump distribution of the marshalling yard has been 
going on for many years in this country. But we are still in an experi- 
mental stage and not yet in the production stage, much less that of stand- 
ardization. At present, the emphasis should be placed on humping mechani- 
zation as far as modernization of railway marshalling station is concerned. 
But we must also progress steadily toward achieving humping automation. 


(3) Striving for Increased Speed, Updating Old Lines, Improving Technology 
and Equipment Are the Key Factors of Railway Modernization. 


After seeing the railway lines which were rebuilt from old lines in other 
countries, we felt that the conditions of our railway lines today are not 
that bad. What we need is to liberate our thoughts, summarize our experi- 
ences, learn from the advanced experiences of other countries and after 
intensive work over a period of a few years we should be able to generally 
raise the speed of our trains. On certain main trunk lines increasing the 
speed to 160 km/hr should not be too difficult. It is also possible to 
build brand new high speed lines on which to cruise at 260 km/hr. Our 
country has a very large area and there are many long distance trains. In 
order to shorten the time for travel it is essential that we increase the 
speed of passenger trains. 


As railway electrificatimwork progresses and more industrial satellite 
cities around large metropolises are being developed, we must also actively 
develop locomotives to meet the demand of suburban passenger transportation. 
They must link up with the subways and buses inthecity to solve the prob- 
lems of commuting workers. 


In Western Europe, the railway carries both passengers and freight, but the 
passengers are the main concern. In this country our railways also carries 
both passengers and freight, but the freight is the main object. The 
freight transportation volume over the 50,000 kilometers of railway lines 

in this country is nearly equal to that of the U.S. over their 300,000 
kilometers of railway line. With the progress of the four great moderniza- 
tion projects the national economy is bound to make significant growth and 
the volume of both passenger and freight transportation will no doubt vastly 
increase. We must learn from the experiences of other nations, combine what 
we learned with the characteristics of our country, unite the politics, 
economics and technology together, manage the railway business with scienti- 
fic methods, rebuild old lines with an advanced technology and also build 
new lines. The four aspects--locomotives, rolling stock, track and traffic 
direction--must undergo an overall technical reform. The preliminary ideas 
concerning weight, speed and density are as follows: Freight train weight 
should be increased from the present 3,500 tons to 4,000 tons and even 

5,000 tons on the busiest trunk lines. The maximum speed of passenger trains 
should be increased from 100 km/hr today to 120 km/hr or 140 kn/hr and to 
160 km/hr where conditions permit. High speed electric locomotives with 
speed up to 260 km/hr should be introduced in areas where passerger traffic 
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is especially heavy, such as the Beijing-Tianjin, Shanghai-Ningbo, Shanghai- 
Hangzhou and Shenyang-Anshan lines. Freight train speed should be increased 
from the present 60 km/hr to 80 or 100 km/hr. Train density should be in- 
creased from 1 train every 10 minutes to 1 train every 8 or 6 minutes. To 
be able to meet these demands, the maintenance and repair of the railway 
system must be mechanized. 


(4) Development of Railway Science and Technology Is the Key to Railway 
Modernization. 


The railway science and technology level of this country is far below that 
of many other nations of the world today. Our scientific personnel are 
small in number and low in standard. The scientific experimental methods 
employed are also quite behind and the equipment very old. In the procéss 
of China's railway modernization, modernized science and technology must 
lead the rest. The Ministry of Railways must, first of all, organize and 
strengthen the management of science and technology, establish technical 
advisory groups, actively import advanced technology and experimental methods 
of the advanced nations, such as various laboratory trains equipped with 
automatic measuring, automatic recording and electronic computing devices, 
various types of large-scale testing bench, testing machinery, measuring 
and testing instruments. As the technical exchange and cooperation with 
other nations is going on we must also dispatch a group of scientists and 
technicians to work and study in the railway system of other countries or 
to carry out a joint research work. We must also actively support the mem- 
bers of our own railway scientific research team with manpower, material 
power and financial power. If we really want science and technology to 
lead the rest we cannot do otherwise but to invest in it. 


In order to raise the standard of our railway workers, we must systematical- 
.y and regularly retrain the leading cadres at every level on the rotation- 
ary bases. We must not only raise their ideological level but also their 
science and technology level and their ability to manage scientifically. 

The young workersin particular must be cultivated with extra care. We must 
raise their cultural as well as technical levels so that they may be able 

to develop their potential to the highest level some day. 


in summary, we feel that this visit, though short in duration, was great 
in gain. We did not make this visit in vain. We have seen other nations’ 
standard of modernization, we have also found how backward our own railway 
hes become compared with the industrially developed nations. We can see 
m ch more clearly now how serious was the destruction wrought by Lin Biao 
<« d the gang of four over the past 10 years or so. But, under the correct 
leadership of the Party Central Committee headed by Comrade Hua Guofeng we 
have both faith and determination to rise up and chase until we catch up, 
to shed the appearance of backwardness and to realize railway moderniza- 
tion in a short time and to lead the nation on the path of a high rate of 
growth of the national economy. 


9113 
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TRANSPORTATION 


BRIEFS 


AVIATION INDUSTRY WORKERS--Beijing, 24 Jul--The Third Ministry of Machine 
Building recently commended a group of advanced units and individuals 
who have made outstanding achievements in developing aviation industry, 
Among those commended were 26 Daqing-type enterprises, 27 Daqing-type 
advanced units, 256 advanced collectives and 299 advanced individuals. 
Banners, citations and awards were presented to these units and 
individuals. The ministry's party organization called on broad masses 

of workers and staff members to learn from these units and individuals 

so as to contribute to the modernization of aviation industry. [Beijing 
XINHUA Domestic Service in Chinese 0203 GMT 24 Jul 79 OW] 


GANSU RAILWAY ELECTRIFICATION--The electrification of the 354-kilometer 
Tianshui-Lanzhou Railway in Gansu Province-<-a key project of the nation's 
railway capital construction--was begun in November last year. As of 

end of June this year, construction workers had completed 580,000 cubic 
meters of earth and stonework and rebuilt and expanded 17 tunnels and 

50 bridges and culverts. This section of the Gansu-Qinghai Railway will 
double its transport capacity when the electrification project is completed. 
[Beijing XINHUA Domestic Service in Chinese 0223 GMT 18 Jul 79 OW) 


LANZHOU RATLWAY BUREAU--Lanzhou Railway Bureau in Gansu Province success- 
fully fulfilled the carge delivery quota for the first half of this 

year. Many trains hauled more tonnage than normal, and as a result, 

an extra 3,26 million tons of cargo were handled during the first half 

of this year, This was equivalent to the weight carried by some 1,800 runs 
of normally loaded trains. In an economy drive, the bureau saved some 
56,000 tons of coal in operating the trains during this period. [Lanzhou 
Gansu Provincial Service in Mandarin 1125 GMT 6 Jul 79 SK] 


QINGHAI ROAD PAVING--A certain unit of the capital construction engineering 
corps has successfully fulfilled the task of building 85 kilometers of 
asphalt road between the bridge at (Sanchahe) River and the bridge at 
(Xieshuihe) River along the Qinghai-Xizang Highway. The project was 
started in 1975 and ended in October 1978. After thorough examination by 
the Qinghai Provincial Bureau of Communications, the newly paved road has 
been opened to traffic. [Xining Qinghai Provincial Service in Mandarin 
1430 GMT 12 Jul 79 OW] 
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SHANGHAI HARBOR AUTOMATION--An automatic conveyer belt for unloading coal 
was built and put into operation at No 7 berth of Shanghai harbor. The 
1,000-meter belt will increase the berth's annual loading-unloading capa- 
city by 50 percent. The entire project, designed by the technicians 

of No 6 loading-unloading zone and students of "21 July" College in 
Shanghai, was started in November 1978 and completed within 8 months, 
about 3 months ahead of schedule. [Beijing XINHUA Domestic Service 

in Chinese 0121 GMT 12 Jul 79 OW] 
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